tariffs contain “anticompetetitive terms and conditions.” SWBT’s tariffs have been
recognized as proper by the respective state commissions empowered to approve such
tariffs.

Dick Oxler will be contacting you to schedule a mutually agreeable time for negotiations to
begin in connection with Arkansas Kansas, and Oklahoma interconnection agreements

Sincerely,

[

Eidson
General Manager-Local Interconnection



Southwestern Bell i
Ll

April 21,1997

Mr. Michael Beach
< nney Vice President-Western Finarcial Operations
e MCI Telecommunications Corporation
e 707 17" Street, MCI Tower. Suite 4200
25 - Al Denver, CO 80202

Dear Michael:

It is my understanding that MCIm is interested in passing test orders with our LSP Service Center in
relation to the signed Texas Local Service agreement. Southwestern Bell’s (SWRB’s) position is that we
should not conduct “live customer testing™ with Local Service Providers (L SPs) prior to their
certification by the state Public Utility Commission (PUC), as it could be alleged that SWB would
cffectively be participating in the rendering of service to the public without lawful authority.

As we do believe it is in the best interest of both our companies to test the ordering process prior to
passing actual end-user customer orders, SWB would like to obtain from you further specifics on the
proposed testing ir order to evaluate your request and determine any possible action that could be taker
prior to MCIm's certification. lnformation needed includes the type of tests (resale or UNE), number
of proposed orders for each type, target base (new lines for MCIm employees), and other pertinent
information. Coaversations held between MClm and SWB have indicated the possibility of MCIm
passing manua! orders for the proposed testing. Southwestern Bell believes it is extremely impoctant to
the successful implementation of your contract to negin testing the electronic interfaces for resale and
unbundled network elements as quickly as possible. Therefore, it would be my intenticn to receive
commitment from MCIm on the type of interface(s) that will be used. as we.. as the dates as to when
MCIm will be in position to begin testing electronically. prior to implementing any proposed manual
testing.

Upon receipt of the details of MClm s proposed testing and your commitment concerning electronic
interfaces, it would be beneficial to both our companies to jontiyv advise and consult with the PUC
saff. This will ensure that the Commission’s staff has no regulatory concerns with our companies
pursuit of a trial, which includes test orders, where certificatior. has not yet been granted

1f MClm and SWB are able o come to agreement on this testing, i wou.d |ike your concurrence that
neither party waives any rights with regard to argumens or positions that the party may de taking '~
any pending judicial or regulatory proceeding.

| appreciate your review of Southwestzm Bell's position and liope that we wili jointly be able o work
or. this limired trial.

Stncerely.

w Mhsscun 83100 %’&/"M
CC: David Vaughn '
Maria Dillard
2 35-42s Jack Frith
Gene Rudloff (MCD
Les Teaenhorst (MC1)
Jane Ryberg (MCT)




ngy Kinney

: Pres.cer

Tlasl,

WgErt laes

S VI

SouthwesternBell =~ .

May 2, 1997

Mr Michael Beach

\'ice President- Western Financial Operations
MC]T Telecommumications Corporation

707 17" Street, MCI Tower Suste 4200
Denver. CO 30202

Dear Michae!

Thank vou ior vour April 2% response lefter regarding test orders wn Texas. [n reviewing vour ierer.
111$ our understanding that vou are proposing this imgal test to include 60 orders for resaie, 2C
unbundled iocai loops, and 10 orders for combinations of network elements  As requested in m-
Aprtl 21. 1997 letter. | am lookung for specific commutment dates from MCIm for sending orders
ciccronically via Operauons Support Systems (OSSs) prior to any agreement for passing manua: o7
clectronic test arders. Your letrer indicated this would be discussed 1o the upcormung OSS meeting on
May 7. but did not provide 2 commitment whea MCIm would be 1 position w0 nterface with SWB7T
electronwcally

SWRBT will agrec o work UNE and resale orders separately for tesung, 1f appropnate for MClm
L pon receipt of 4 communnent date from MCIm for passing eiectronic orders tyough an OSS
interface. 1.e. EDI. SWB' would be willing w0 :ointly noufy the commission on luruted tesung =
orders. consistent with the AT&T letter. SWBT maintains the position that the comrmussion mus: B¢
approached on this issue

rogarz e MO Im s proposed number of manua; test orders. SABT 2 alhing to izl proces
Jutest utders Tor Lesaie and 18 combinaton: of unbundled network ziemenis for ncw ser.ice 12

MU emplovees and muioa. - agreec o MCIm mernar apphcausas SWHBT o aireacy suocessia.
crocessing manuat resale and U NE orders Jor many LSPs, and assume: 1wl be equaliv succastt n
crocess.g properly compizted MClm manua: arders VBT wouid annicipate further details
sogarding spewilic iocanons and a coordinatad 2:¥0rm setweer OUr COMPanics as part oY the testing
After compietion of such tesnng, SWBT will topsizer ahcther additonal fesung 13 necessan

. teel this drrangement wouid be henefisial 1~ botn 15 Jomparues (n moving lorward with
snplementanon LU MO IR s interconnection agreemen: .n Texas 1Y wou well provide w2 woih o
2Qugsted computment 2a'cs, L undersiand m: ~c Zan mutually sebmita nouficaton 2erte o

v Az are glad we could accommaedate MO T s reguest 1o test orier o PUC et

Dok forasrd to meeting & itn s ou i the futare "2 ginlly Iicass progress in Texas



CC. Les Tetteahorst . MCl,
Gene Rudloff (MCD)
Jane Ryberg (MCD
David Vaughn
Mana Dillard
Jack Frith

*xx TQOTA_. PRGE .2Q2 «-
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phone competition

@ University of Texas.
offices in 60 buildings
are first customers for
new local provider

By BRuCE HiGHT -
r—ercar States™ar 3°3%

Time Warner Commun:ications
~as hecoms the first company :o
Smipets nere against Southwess:.
-rn Beil Teiephone Co for loca
~hone ser: e using its own ne-.
work of wires and switches.

The service begins almost twc¢
w2ars after Gov. George W Bush
signed a b1l o0 end telephone me-
nopoles and more than a vear after
the federal relecommurnucations act
became law

-.500 Amercar-Statesmar &

SBC Zommmur.cauors seeks 'C - %er 1§
Crg-2sarce erace r Okarar: 03

Time Warner s 7irst cusTomers
are the University of Texas and
businesses i /0 butdings *c stof
them fficss clustared in dersely
Jccupted zones, such as deamoam
and aiong US (83 North. The :om-
cany pians o add 20 buddings oy
ha =nd of the vear

or'fnr r‘%ldenual se"nge he irea.

Monthd bLLls should be ar east

0 percent less than Soutnwestern
Bel's *epend'mg on what ser~ices
are offered and for how cng the
Iustcmer Commits to the new ser
w22 3a1d Gina Westphal. general
marnager . Austin for Time Warn-

See Time Wamer, A1l

Continued from Al
- Communications.

Subscribers to the new service
ompieteiy Tans
o) theu' current service.

-nowd find it
.arent’
“'aetphal said. That means
I3 T 3ame teepnone

"es they use now. such as caller

xtxﬁcauor 5

E “'f"_’l

YiLolarn sl o= J‘ Zive specific dollar figures. He st Tume ~&arr.e.- L8S. aDoul haw f
v on san cail every bod‘ said that Time Warmer's quaiity o aid the lines it has - rallers
e u t" ani o1 ocan z\eep service was as good as Southwest-  jial ;nto Telesys 7o =1 2r3iv’s
Surosame cnone nwmber  West.  ern Bell's. nternet system.
<4l :ald. Subscribers aiso "an “When we wern: irough diis In- UT will save 3~ .« 3 ¢
‘ng-distancs armiers,  stauation with them. the:r Thame  ~inih z the T.7- ‘Wamer

<2ep their

N Be.l wnsures thes

uthwestern Bel.
~-a red U Austin since ! 881
ianger Sf L251Ng Austn

LRt

- smpetitor. [t has more ha:
w<Stn
veTrpoiitan area Time Warmer
said it is ready to handle 50.000

L ozhone unes &nothe A

.nes
Also. Scutnwestern Bel:
. 200 emplovees here:

T miOR 72
VOPKINE 3wl ~-it=m Bell
convestad §13 miullion st

znd Al imvest $130 million
ear

cement with >outh

=+ De sted in Southwest- -
I Bex; 3 irectaries e oaaid

e en
. [

Time
Warner's :elerhane jperation nas
3+ Time ‘Warner said .. sperc
zet ts telephone service

aar N
A, ITprivements inoAusun

Warmer brings phone

Warner for some of nis ‘e.ecom-
munications needs last year and
has added 5 1t twice since then —
raking owas ‘rom Southwestern
Bell and Time Warmer each step >f
Time
ser- arner had sliced his monthiv
business telephone il bv 25 per:
He deciined ‘0

‘ney o7 say. Koen estimaied

11> 30 percent.

nere all dav long mn 2
and back ona Sundav
‘And ['ve never.
seer : Southwestern 3ell
nan come 1o an mstad
weexend.

2ver n m

> March 21 hegarn L. 7«

‘arner’s) technician xas iown
Sarurday
woen said.
w ife
recnni-
ir 3

Another customer = UT wmch

service. said David 3:2war:
CT's Telecommur.tz'.:n
Networking Serices %
-he quality of ne sig
hecause Tume ‘Aarner =
imes replaceq SouthAes
Sopper iines.

,ausemelrv-awsare“” ST
1pprisa o ne PUC zut mey
Southwestern Bell's ars 43 =
sult. Southweserm 3¢
~egiLalory approval < o 4 in:
ower s fees

N

wad

s n

has

326

says
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Newither company 1s small
change. T:me Warmer Inc. an en.
tertainment giant. had revenues
.ast vear of $10 billion. SBC Com-
municat.ons ne. of San Antonlo.
which 2amns Southwestern Sei:
1ad revsrmues of 3139 bullion

‘With e wnvesument we w2
‘he stats- cithe-ant technology the
ledicated =mplovees, our reputa-
-won for service. we're reaiv —
aring ‘hem on. said M:-hael
Kaufman. Southwestern Bewu s re-
2onal president for Centra. and
Wast Texas

Aiso. Xaufman said. the sooner

vice. the ssoner under federa: law
that Southwestern Bell can pegin
offering .-ng- distance service. It
sought permission from the feder-
al govermment Fridav 0 o>ffer
long-disiance service in Okla-

Raufman said thar in the Austin
area he ~as seen some reseiers —
compan:es that lease Southwest
ern Bell !ines and resell them 10
thewr owT. :usiomers — packaged
with other services such as long:
distance The Texas Public Utility
Commiss.on says that about 100
companles. most of them resellers.
have registered with the agency 1o
offer locai phone service in Texas.

WorldCom. based in Jackson.
Miss.. has begun operating a iocal
nevaork = Dallas. and other com-
paniles a2~ planning :> 2nter the
market.

Aastz=al said Time Warner.
ARICh (3 wne iosminant cable -ele
vision company - C=2mral Texas.

n3: ~ores T oFering residential
SerVICE I .7 nC plans to decause of

"me nuge =xpense of extending a
= teieprnone netaork and the
muddy regquuatar aaters

‘Southwestern Bell had 100
years to grow their network.” she
said. “We've been doing it for two
and a haif vears.”

Pat Wood. -hairman of the Tex-
as Public Utuity Commission. said
he was not surprised Time
Warmner is going after profitable
business customers first. The
commission regulates Southwest-
ern Bell's rates.

“It's hard =0 get under the rates .
that Bell's charging right now to
the residential customers because .
>I sur aistoric policy of subsidiz-
ing residential lat-rate service
~1th busiress and long distance.”
Wood said.

Time Warner's nervork s fiber-
Sptic ilnes. from its switch at 12012
N Loop 1 MoPac Boulevard) o
the buildings it serves. Testing be-
2an last summer. and Time
Warner's swn cable division be-
2an using it in December. West.
phal said. .

“The network is stable, fully
Anctional and fullv operational.”
Westphal said. Time Warner's
relephone and cable television
.ines are separate but use the
same right >f wav aiong the
soeets. she said.

One Time Warner cusi.mer s
Turning Paint [nformation Ser-
vices Inc.. an Internet service pro-
vider with {ve emplovees at 860G
Congress Ave.

Jim Koen. owner of Turning
Point. said he be using Time
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A RILL TO BR ENTITLID
AN ACT
telating to rates for avitrhed access telecommunications services.

PR IT AMACYFD BY THE LPGISLATURE OF THE STATE OF TENAS:

SICTIOR 1.  Section ). 352(d), Public Dtility mRegulatory Act
of 1995 [Article 1446c-0, Vernon's Temas Civil Statutes), is
smeaded to read as follovs:

(d) 1f, subsequent to the enactwent of this subtitle, an
incushent local exchange company notifies the comsisslon in vrlting
of (ts election to incentive regulation under this subtit)e, the
company may not umder any circusstances be aubject to any
complaint, heatring, or detersination as to the reasonableness of
ita rates, its overall revenoes, its return on invested capital, or
{ts net income. Woweeer, the company's isplementation and
enforcenent of the competitive safegaards requiced by Subtitle J of
this title are not excluded from a cowplaint, hearing, or
detesmination. Wothing herein restricta any consumer's right to
romplain to the commission tegarding quality of service, the
commission‘s right to enforce quality of service <tandards, or the

ronsumes's t1ight to cooplain reqatding the application of as

ambiquous tariff, and If the commission Einds an ambiguity, the
commission’'s tright to deternine the proper applicatioa of the
tarkéf or to determine the proper rate if the tagitt fis found to

not  apply. but  this does not permit the commission to lower a

tarvfl rave earept as wpecifically provided hy thin Act, to  change

15R6244 IIT O .

1

R
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16

17

10
n
n
n
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exntead 1A applicataion to new classes of (:uslumrs.'
{Notvithstanding--any--other--provision-of-this-Act;-the -commission
may not-reduce-vhe-rates -for--switched--aceess--pervices--for--any
roapany riecting--under this-subtitie-before-the-enpivation-of-the
cop-on-hante-network-serviers: |

SECYION 2. Section 1.402{q), Public Utility Regulatory Act
of 1995 (Article 1446c-0, Vernon's Texas Clvil Statutes), is
ameaded to read as follows:

(9) The rates capped by Swbsection {b) of this section ss a
result of a company's election shall be the rates charged by the
company at the date of its election without reqard to proceedings
pending onder Section 1.301 or 3.218 of this Act or wnder
Sebchapter G, Chapter 2001, GCovernment Code. [Wotwithstanding-any
other-provision-of-this-Act;-the--commission--may- -net—-reduce--the
rates--for--switched-accens-services-for-any-company-electing-under
this-subtitie-before-the-enpivation—of-the -cap-under-Bubsection-{by
of -this-seetion: )

SECTION ). This Act takes effect Septémber |, 1997.

SECTION . The impertance of this legislation and the
crovded condition of the calendars in both houses create an
emeigency and an  imperative public necessity that  the
constitutional rule requiring bills to be read on three several

days in each house be swspended, and this rule is heceby suspended.

TSRE94A DIT 1 !




BRINGCGING YOU ANSWP RS U

What you don't know

is costing you millions.

And Southwestern Bell would like
to keep it that way:

3outhwesterr Bell -
owes you more than
ANSHErY ~m THEV OWE
you millions. Thacs
way MCI supports
legislation that would
make :: possible for che
Public Udility Comm. o1
of Texas to save customers
more than $977 ~00 noe

iowering in-stace access charges.

R:ght now, Southwestern Bell
avercharges MCL, AT&T, Sprint
and other iong - -vavre companies
to connect in-stace long distance
calls — 1S times the actyal 1357 7o
the service. Those overcharges are
passed on to vou :n higher :n-statz

long distance biils

You can help change that. Theres a ou.
10 che state legusiarure thar wiil hels =ong
over $870 million back to phone customers
Cal! vour legisiaror and ask hum or 2er -
support H B. 2423 If your lawmakes and
regulacors pass this bill and lower access “harges.

H.B. 2423.
Because It's Your Money.

MCI plecges =< pass the savings ot ©5 you in lower

in-state long distance bills.




Why would your locczl

South

Bell

want you to call /ong distan?

So thev and other mon
more than $870 mu

.
Lo vmen e

sap diseacce ¢all trom Austem

saceher o o rown e Texas, wanet aw o B has e
LONMOE B CERT - M Wt
M S C et e e tanpss Aoomaohsepes ar

o tees cadle red v cwsl tedrphone rompenics ke
Suchwesere 3¢ 1o legur g and encmg thr ang di

Sor ol o ampane= i MO AT&TT e SR T o

LIT COMMS TREPT ol O e s e s A
PrOCOnl 8w o waile $ seanne bk
Tme prvbien wihar e s targls 0 ToXsy e g nan, bt
mghey i t- cv omd they sy weli above che acraa
e ke TuoveG. The wre e Thar sooy L may mGre sl

e trWN-t M o Tk the o call o ot srarr

lvlocaiphmcco ﬁmcanmp

Lon 1 v

why

P fa . Texads are fiv on nwowe than SE7O milliy eoo

Tvach for o -sere ona distamor callc

Buz now coii mers have snarswer Ly H B L2320y and 1z
~ading U 2t EISBIUR 10 Awtin

- I S >4

< Ut ie Commumiun che
suthooo 1o wer 2. o charges i e otely The oo
Texacs wow o et $570 m M Lo for calling Froma cowen

Svne tgrr e T e St Sogte

celt vour ex ilirar and adk hure ar her e sunpnee H Iy s2e

¥ vour lnermetr s and regudseors ran chie sl and iower

Woess . parksy. MO pieice: tu a8y TP o s s 001G WM 1T

wed in-statr bang dmtaw bt

HB. 2423 Bevause It's Yowr Moncy.

hone company,
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hroosee ANl HRER o0 7 12:0F Mo

| Who Would Argue
| With $870 Million in Savings?

| Southwestern Bell, Thar's Who.
| Don't Let Monopolist Scare Tactics Fool You.

W e o ao% Leoas phoge dunopuues ke Seuthwestern Beil
will ifeis 5 o7 3 - ol s crgumenss abouc legesiacion thee wenkd

vhow Texas mpsiates L ower the core o alhing from rewn oot cows 1

i Texs  Latoning o et could cing wou mathons

Monopolist: ‘I access charges are reduced.
your iocal telephone bill wilt go up.”

That's nonsance  eCBrtty «r MU, 4, SABte ragulsors iowsred
oocEss Csrges — the fees collettad by iocst tolenhane —ancanhae o

ig begnairg a2 3l p . enlE calts — Dy $32 mithon. MG maae
EOOL .7t PrOTNSE AN GAVE OWr SNre Nt DaCcK 1 s lome’s

MCI to Cut Long Distance Rates Within Marylend.-
% reducoon L save callers 6.5 million a yrar ~

— ,"_—_'-“m__'.__

“he nove made headiines becaus: Maryiand phone Customers ale
saving nvlions or o-4tMe ong cistance — and 1008l rates @id net g0
wp For Fosang. 't should be no different

Monopolist: “We can't afford to lower access
charges without making up the money elsewhere.”

AN, NONSENSE  _OCBI PNONe —ONopIes
we Southwasierm el car afford to stoo
WEIChAPrg you by More has ERTO
mrinor 39 for yourself » ~w monopoly
ash flow COMpargs (0 oIm e 1 usiot |
wthe c-art an tne ngm

TIne et cimarat, ke 3ot lowesiern Bl L —

kety: coitecang onerchas, = o your m-stae long

cstance cails, Colf your legwiaion and ash lum or ber s oer

i H B 2223 (f your iawmaken o 'x! regulaton pass thes bl sed fowes
aviTyy L LATRIS Wl redpes to pass the asvingy on v var - ey

i wn-sate boog Jdistance bl

| H.B. 2423. Because It's Yorr Money.

S
MCl

: e s meectima N e @ wy s berm TL VB e e mann e s s
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What do Texans from
Dimmitt to Dallas
have in common?

They all want their local telephone company
to quit picking their pockets.

— Texas Core G
Association,
Dimmmers, Texa:

From -t coast & (he panhindls 3ud everrwhers (n.
beawecn o pe 0 sver Texas are (indica out thar ther
o 4 r=cnbons 1onopoly 18 averchary 02 chemm g ane
Ard 1acy oot 0 Talpa wboer

Sosthwercern ficit anc CTH we reaping eeorsiont wadis
throag” suese charges  Access clurges e the toes ~oliectad
by iecas telepho e comparees for hegiaming und endiry he
tong dumace ~adis o tompen et Like MO, ATBT ane

span: Ge o s 7ads s char Troas Sathwesreer Bl anc

GTE wee averRpstg (01 AT CurTheaics by imec

rhan 8870 praibot — - S o iF Lames the sftusl (on ©
provide Jhe $pevics T o e TR 872 fuewrd

uscomers o2 higher to-strx kong diseance ballg

To add inschc ro myery Southwestern Bell sed GTL 1 alsc

B Taning 400 Oy ¢ fhoic R wi-ufaras abls

tall vour kgishetor oo ur, s Bessuppoen of HE 1403
It your awmaalers and regulac 2 @5 rha Bill gre vver
N-SLBEe ACres, < aeges MO plrdget G pass £ stvnge oo

o you .o hewes ‘ong Jatance b Il

HB. 2423, Because It's Yor Money.

A
MCI
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G Y O U ANSWERS O N

‘Who's on your side
in the fight to reduce
long distance rates?

Americans pay Sill:ons of dollars in access overcharges for calls our ot state.
Texans pay millions in overcharges for calls within the state.

MCT is on vour side to bring down access charges and lower Ling distance rares.

Long distance « o lavers X oot o calling ~ostate fong distancz © s, To add insult e - v oo
i cown here in Texas. That's why MCI supporis c.irr o oovranies are 2~ cercharging you by
iegislanon that would make » pos- ble for the Public bitlions Jor out-of-<tatz calls

Lnlity Commussion of Texes 1o <& 2 Justomers more 1=u-
S0 mitlion by fower ng n-alli Lolees cnaroes But now Texas jong civvance custome™ "o L7 LT ews

i HdB 2423 and ' pending in the ~Lite .egisiature

Lo.oaondrges are the fess ioca. tz.ephons comparnies Asun HB 2423 would oove the Punoc Uity
i1ke Southwesiern Be . . TE _-_rze longe divance Commision e w70y 10 lower tnestiate aecess Charges

companies like MCl for beginnirg and end:ng «our long wmediately Call vour o2~ .0 rund osk b om mer to

s

distanez calis That vairs Jharge zoooants me A0G of ~upport BB 2415

your jong distance Ml ard ¢ goes mghtinte the poone:s

of Seginwestern Beitune T » where does MCT 1 o0 W0 uk ngoapledge o ot

e resions otz Lome Star State 1 v ouT g e
Rioght now. Southae o #z oo 2 DTE charge vour lone nd regutators pass inos b ans jower acvess charges
Jistance company 1510 "4 mes tme adtes! Dost 1o conned: we piedge to pass the ~evims- Ao vou 1 iower long
in-state Cally — s totab oaerinarze f more than 32T waner ~oisUs that simiple.

miilion These overcharges are ~_+»ed on to vou in higher

HB. 2423, Because It's Yowr Money.

\A(
MCl




MCli: BRINGING YOU ANSWERS ON ACCESS

870 million reasons to say
“Thanks, Representative Hill” |

Thamks, @ Mil /{Q{/'

H.B. 2423 could save
Texans $8~ U million on 1n-state
long distance calls

Did you know that here in Texas it ci<tx more to call irom town-to-town than
it does to- call zoross the countr s The reason: Southwestern Bell and GTE's
exCessive access charges are costing long distince customers more than S870
milhon too much tor in-state calls. To add insult to injury, Southwestern Bell
and GTE are also overcharging vou by millions for out-of-state calls.

Sound unfair? Representative Fred Hill thinks so. too. That's why he's working
to change Texas law so that regulators can lower the price vi:u pay 1o make
in-state long J:stance calis.

The problem is “access charges™ — the fees collected by local telephone
monopolies like Southwestern Bell :nd GTE for beginning and ending long
distance calls provided by companies like MCL. AT T ind Sprint. In Texas.
Southwestern Bell and GTE are charging 15 to 16 times more than it costs for
that service. and the doliars are coming out of customer’s pockets.

Untortunately, Texas law prohibits the Public Utility Commission from lower-
ing these charges. Representative Fred Hill thinks that's wrong because low-
ering those fees to their actual cost would save Texans more than $870 million
on in-state long distance calls.

MCI says “thanks™ to pro-consumer Representative Fred Hill. We agree that
the money belongs in vour pocket, not the monopoly local phone companies’.
If other legislators and regulators join Representause Hill to pass H.B. 2423
and lowcr access charges. MCI pledges to pass the savings on to you in lower
long distance biils,

HB 2423, Because It's Your Money.

MCI

Lacrd, - R e Bt N M Toon T e

" ‘.Ju Uk v et Ao Tovns T




April 29. 1997

Representative Charles Gray

Oklahoma House of Representatives, Room 536
Oklahoma State Capitol

Oklahoma City, OK 73105

Dear Representative Gray:

Pursuant to your request, attached are the comments of our coalition to the rules recently
adopted by the Oklahoma Corporation Commission. We continue to believe that
legislation is not necessary in this area - especially in light of the adoption of new rules
by the Commission.

In general we are supportive of the rules adopted by the Commission - not because we
feel that the rules are advantageous to potential competitors - rather, because the rules
come much closer to accomplishing the “level playing field” advocated by the supporters
of House Bill 1815.

We look forward to providing any additional information which you or other members of
the Committee may desire. In addition, we look forward to participating fully in any
public hearing on these rules.

Sinceyely.

o

Kenneth Nance



COMPARISON OF MAJOR PROVISIONS OF H.B. 1815
AND OCC RULEMAKINGS 96-15 AND 97-16

H.B. 1815 v. RM97-16 (Streamlined Rate Changes)

HOUSE BiLL 1815 RULEMAKING 97-16 COMMENTS
Tariff Approval Tariff Approval
rate decrease 30 days review for all | IXCs 30 days review The OCC rules are more

providers

rate increase 45 days review for all
providers

CLEC 30 days review for rate
decreases

60 days review for rate
increases

45 davs review for rate
decrease

60 days review for rate

increase

ILEC

favorable to consumers since rate
increases may not become
effective as quickly.

Tariff Suspension

Maximum suspension from date of
filing is 150 days for decrease

maximum suspension from date of
filing is 163 days for increase

Tariff Suspension

IXCs maximum suspension from
filing is 60 days

CLEC and ILEC maximum
suspension is 120 days from filing
regardless of service

The OCC rules require the
Commission to act more quickly
to complete their review of tariffs
which have been suspended.

Refund Liability

mandatorv 90 day refund liability

Refund Liability

optional up to 9 months

The OCC rules are more
favorable to consumers since a
company’s liability for refunding
charges that are found
unreasonable by the Commission
extends to 9 months.

Competitive Services
prices at market-based rates
-rate decrease 30 days review
-rate increase 45 days review

Competitive Services
The Commission has full authority
to determine the effectiveness of
competition using objective factors
prior to a service being declared
competitive.

OCC rules allow prices for

The OCC rules are more
favorabie to consumers because
companies are required to
maintain price lists on file with
the Commission. Pricing
flexibility is allowed for services
determined to be competitive by




competitive services to be set at
market-based rates on 7 days notice
to the public. Companies are
required to maintain current price
lists on file with the Commission.

the Commission using objective
factors.

Relief From Rate Base/Rate
of Return Regulation

Automatic relief on or after July I,
1997, however fails to spell out the
alternative plan

Relief From Rate Base/Rate
of Return Regulation

Gives ILECs the option of
submitting a plan that best suits
each individual company’s needs
and future goals

The OCC rules provide more
protection to consumers because
the Commission must weigh all
aspects of any alternative
proposed by a company.
Consumers are free to participate
in the process.

Basic Local Rates

No increase without legislative

approval

Basic Local Rates

No increase without Commission
approval

The OCC rules are more flexible
and allow extraordinary events to
be taken into consideration.
Since the Legislature meets only
five months out of the year, the
impacts of extraordinary events
cannot be addressed until the next
session.

Complaints
Commission will continue to handle
consumer complaints and any fraud
complaints will be handled by the
Attormney General’s office

Not addressed by Commission

Complaints

A rule is unnecessary. Neither
House Bill 1815 nor the OCC
rules alter the authority of the
Attorney General and the
Consumer Services Division to
handle customer compiaints.

H.B. 1815 v. RM96-15 (Universal Service)

Housk BrLL 1815 RULEMAKING 96-15 COMMENTS
Establishment of Establishment of
Oklahoma USF Oklahoma USF
Section 6 A.: line 4 through line §; page 10 OAC 165:59 The OCC rules provide the

+

Not later than September {, {997,
the OCC shall promuilgate rules
implementing the OUSF so that,

Kules were approved by the OCC and

submitted for gubernatorial and

legislative review and approval on

Commission flexibility in handling
inconsistencies which may arise
from the federal plan.

o]
“



consistent with the provision of this
section, funds can be made available
to eligible local exchange
telecommunications service
providers.

March 31, 1997. OUSF
reimbursement is available to all

eligible telecommunications carriers,

Purpose

Section 6 B.: line 9 through 12; page 10

The Fund shall be . . . to promote
and ensure the availability of
universal service at rates that are
reasonable and affordable, and to
provide for reasonable comparable
services at affordable rates in rural
areas as in urban areas.

Purpose
0AC, 165: 39-1-1(¢c)

intended to ensure that all end-users .
.. including, ... low-income
consumers and those in high cost
areas, have access to Primary, Lifeline
and Special Universal services that
are reasonably comparable ...at rates
that are reasonably comparable ...

The OCC rules are sufficiently
targeted to maintain reasonable
local exchange rates without
creating a universal service fund
surcharge that causes rates 10
increase to unaffordable levels.

Section 6 B.. line 13 through |35 page 10

The Fund shall provide funding to
local exchange telecommunications
service providers that meet the
eligibility criteria established in this
section.

OAC 165:59-3-14

... each incumbent LEC ... is
presumptively designated as an
eligible carrier ... Upon request ... the
Commission shall consider the
designation of more than one in a
service area ... (Eligibility criteria are
set forth in this rule.)

The OCC rules allow non-
discriminatory access to the
Universal Service Fund by any
carrier that meets objective and
non-discriminatory standards.

Funding

Section 6 C. line 16 through line [8: page 10

The Fund shail be funded by a
charge paid by all
telecommunications carriers at a
level sufficient to maintain universal
service.

Funding

OAC 165:39-3-40

Every entity that operates or provides
telecommunications services within
the State of Oklahoma shall
contribute, on a nondiscriminatory
basis. into the OUSF.

The OCC rules establish a non-
discriminatory and equitable
compromise funding mechanism.

Section 7.A.: line 18 through line 20; page |5

Funding of the Oklahoma Lifeline
fund and the QUSF shall be
accomplished in a competitively
neutral manner by all
telecommunications carriers

OAC 163:59-3-40(a)

Every entity that operates or provides
telecommunications services within
the State of Okiahoma shall
contribute, on a nondiscriminatory
basis, into the OUSF,

The OCC rules establish a non-
discriminatory and equitable
compromise funding mechanism.

Section 7.A.: line 20 through iine 27: page 15

Funding shall be based upon each
carrier's total retail-billed Oklahoma

OAC 165:59-344(a)

The amount of contribution required
from each carrier shall be based on

The OCC rules establish an
equitable and nun-discriminatory
compromise funding formula.




intrastate telecommunications
revenues. both regulated and
unregulated: provided regulated
basic local exchange service
revenues shall be excluded from the
funding

each contributor's total annual
Oklahoma intrastate revenues as a
percentage of all carrier's total
Oklahoma intrastate revenues less
amounts received from the OUSF

Section 7.B.: line 28 through line 30; page 15

The Commission shall establish the
Oklahoma Lifeline Fund charges and
the OUSF charges at a level
sufficient to recover costs of
administration

OAC 165:59-3-10(a)4)

The OUSF should be sufficient to
defray the costs of administering the
fund, including the costs of
completing an annual audit

The OCC rules establish an audiung
requiremnent to ensure that the
qualifications for lifeline funds are
being administered in a non-
discriminatorv manner and are
fulfilling universal service goals.

Fund Operation

Section 6 F. 1. a.: tine |9 through line 21:
page 1!

funding shall be provided for
investments and expenses incurred to
provide, maintain, and support basic
local exchange telecommunications
services

Fund Operation

OAC 165:39-3-60 (a)(2)

Reimbursement shall be considered
for prospective and reasonably
necessary investments and/or
expenses incurred, as a result of
providing Primary Universal Services
in high costs areas in responase to
mandated facilitv or service
requirements

The OCC rules fulfill universal
service goals by targeting subsidies
to high cost areas and low income
customers. The OCC rules provide
more protection to consumers
because they provide sufficient
oversight by the OCC to ensure that
the universal service fund surcharge
is not too high.

Section 6 F. 1. b : line 22 through line 23;
page 1|

Funding shall be provided for
infrastructure expenditures or
mandated costs in response to
faciliy or service requirements
established by legislative, regulatory,
or judicial authoritv or other
governmental entity

OAC 165:39-3-60-{a)(1)

Reimbursement shall be considered
for infrastructure expenditures,
incurred after the effective date of this
Chapter as a result of providing
Primary Universal Services in high
cost areas in the State of Oklahoma

The OCC rules provide more
protection to consumers and fulfill
the goals of preserving and
advancing universal service without
creating a universal service fund
surcharge that is too high.

Section 6 F 1. c.. line 26 through tine 27,
page i |

Funding shall be provided for other
purposes deemed necessary by the
Commission to reserve and advance
universal service

OAC 163:39-3-001a13)

Reimbursement shall be considered
for other support, as may be deemed
necessary by the Commission to
reserve and advance the public health,
safety and welifare. or for other good
cause shown

Section 6 F 2. line 33 on page || through
line 19 on page 12

OAC 153:39.53-60 (b) and (¢)

The OCC ruies provide significant
flexibility to eligibie companies by
allowing other conditions to be
considered by the Commission for
reimbursement.

The OCC rules protect consumers
bv assuring that the universal
service fund tax does not reach
unaffordable levels.

The OCC rules provides rural




[No distinction between size of
carrier] The ILEC shall, at its
option: use 1 of 3 options to measure
and determine costs. [The options
outlined are similar to those options
available to carriers with 75,000 or
less access lines in RM 96-15.]

(Distinguish between providers which
serve 75,000 or less access lines--may
choose | of 4 options to measure
costs; and those that serve 75,000 or
greater who may identify high costs
areas and perform a cost study
approved by the OCC.]

telephone companies with
significant flexibility in determining
the cost to serve customers in their
areas.

Customers are given more
protection under the OCC rule
because the Commission retains
authority to determine costs for
large companies which assures that
the universal service fund tax does
not reach unaffordable levels.

Section 6 F. 3.: line 20 through line 22 on
page |2

Basic local exchange services to be
supported by the OUSF may be
expanded after notice and hearing.

OAC 165:39-3-1(e)

The Commission may, by rule,
redefine universal services, after
notice and hearing.

Both provide for expansion of
universal service by the
Commission after a hearing. This
protects rural customers by
ensuring that new technologies are
deployed in rural areas.

Section 6 F. 3.: line 22 through line 26 on
page 12

The Administrator shall determine
the level of additional OUSF funding
to be made available to an eligibie
local exchange telecommunications ’
service provider which is required to
recover the cost of any expansion of
basic {ocal exchange services

<

OAC 165:59-3-44

The Administrator shall, at least
annually, notify each provider of
telecommunications service of the
amount of the contribution required to
be made to the OUSF by each
contributor

Customers are given more
protection under the OCC rules
because they provide for an annual
audit of the fund and the
Administrator’s activities.

Section 6 F.4.2. and b.: line 27 on page {2
through line 135 on page 13

Provides for recovery of funds from
the QUSF in the event of an FCC
order or policy the effect of which is
to decrease the OUSF revenues
availabie to a provider

OAC 165:59-3-60(a)(3)

Same goal may be accomplished by
demonstrating "good cause" to the
Commission. after notice and hearing

The OCC ruies provide sufficient
flexibility to eligible carriers to
request additional funds from the
universal service fund.

In addition, the OCC rules provide
more protection to customers by
assuring that the universal service
fund tax does not reach
unaffordable levels.

Section 6.F 4.c.: on page |3: line 16 through
line 30

Receipt of OUSF funds for any
reasons in Subsection F shall not be
conditioned upon any rate case or
earnings investigation by the
Commission. Payment shall be
based upon comparison of total
annual revenues received and
projection of annual revenues

No comparable provision

Existing OCC rules, coupled with
those adopted in RM 97-16, enable
the Commission to examine the
qualifications for USF funds and
reimbursements from the fund in a
variety of methods to protect the
public interest.




Section 6.G.. page i3 line 3| through line 2
on page 14

OAC 165:59-3-14(a)

The OCC rules establish non-
discriminatory eligibility

] - o o requirements.
ILECs are only providers eligible for | ILECs are presumptively eligible for
OUSF except as otherwise provided | OUSF for their respective service
in act. territory.
Section 6.H.: line 3 through line 8 on page OAC 165:59-3-14(b) The OCC rules establish non-

14

Where ILECs receive monies from
the QUSF, the Commission may
designate other local exchange
telecommunications providers to be
eligible for funding with limitations,
as outline in the Subsection.

The Commission shall consider
designating more than one eligible
carrier in a service area; and shail first
make a determination that additional
eligible carriers are in the public
interest in areas served by ILECs with
less than 75,000 access lines.

discriminatory eligibility
requirements that allow each
potential eligible carrier to qualify
on their own terms - consistent with
the public interest.

Section 6.H.1.: line 9 through line [ 4; page
14

In order to be eligible, the other LEC
must offer the services supported by
OUSF to all customers in the service
area of the ILEC

OAC 165:59-3-14(dX3)

To obtain/maintain eligibility each
LEC must offer the Primary Universal
Services which are supported by the
OUSEF to all customers in the local
exchange area

The OCC rules establish non-
discriminatory eligibility
requirements which do not restrict
the eligibility for USF funds to
individual areas served by an
incumbent.

Section 6.H.1.: line 14 through line 16; page
14

Universal service support shall not
begin until the other LEC has
facilities in place

No comparable provision

Proposed language in House Bill
1813 is discriminatory and contrary
to the federal Act in that it restricts
the ability of new entrants to draw
from the USF fund in a manner
equal to that of incumbents.

Section 6 H.2.: fine 17 through line |9; page
14

The other LEC may only receive
funding for the portion of the
facilities that it owns, maintains, and
uses for regulated services

No comparable provision

Proposed language in House Bill
1815 is discriminatory and contrary
to the federal Act in that it restricts
the ability of new entrants to draw
from the USF fund in a manner
equal to that of incumbents.

Section 6.H.3.: line 20 through line 25: page
14

The other LEC shall not receive
OUSF at a level higher than the ievel
of funding received by the ILEC for
the same area if the [LEC is also
providing service in the same area

No comparable provision

Section 6.H 4.: line 26 through line 28: page
4

OAC 165:39-3-14(d)(4)

The OCC rule is substantially
equivalent to the proposed language




The other LEC must advertise the
availability and charges for services
it provides through a medium of
general distribution

To obtain/maintain eligibility each
LEC must advertise the availability of
such services that are supported by
the OUSF, using media of general
distribution

in the bill.

Section 6.H.5.: line 29 through line 32; page
14

The Commission must determine it
is in the public interest to designate
another eligible provider and that the
other provider meets the quality of
service rules established by the
Commission

OAC 165:39-3-14(b) and (d}{2)

In areas served by an ILEC with
75,000 or less access lines, the
Commission will make a public
interest determination prior to
additional designation of eligible
providers; & all LECs must be in
compliance with all Commission rules
and regulations

The OCC rules are consistent with
the federal Act and establish non-
discriminatory eligibility
requirements for USF funding.

Section 6.1.. Jine 33 on page 14 through line 6
on page 15

In area where more than one eligible
LEC is providing services eligible
for QUSF funds, the OCC shall
permit one or more of the eligible
providers to relinquish its eligibility
to receive funds, in a manner
consistent with the Federal Act

e

OAC 165:59-3-12(a)(1XD)

The Commission contemplates
creating a similar provision in a
subsequent docket

Goal Achieved

Section 6.J.: line 7 through line 14: page {5

For any universal service area served
by an ILEC with fewer than 75,000
access lines, only the ILEC shalil be
eligible for OUSF. However, the
ILEC may waive its right to be the
only eligibie provider

No comparable provision

The proposed provision in House
Bill 1815 is in direct conflict with
the federal Telecommunications
Act of 1996.

Requests from OUSF

Section 6 F. [ .: line 12 through line 15, page
i

Any eligible local exchange
telecommunications service provider
may request funding from the OUSF
as necessary to maintain rates for
basic local exchange services that are
reasonahle and affordahie

Requests from OUSF

OAC 165:59-3-60 (a)

The Commission will make available
OUSF Reimbursements pursuant to
this Chapter for telecommunications
service providers which are
designated by the Commission as
eiigible telecommunications carners
for a specific service territory.

The OCC rule is substantially
equivalent to the proposed language
in the bill.




Fund Administration
Section 7 B.: line 31 through line 36; page 13

The Commission shall provide for
administration of the Funds by
Commission emplovees or by
contracting for such services with a
partv having no conflicting interest
in the provision of
telecommunications services

Fund Administration
0AC 163:39-3-30

The Commission will appoint the
OUSF Administrator. which shall be
the Public Utility Division of the
Commission, which shall act under
supervision of the Commission, in
order to administer the OUSF in
accordance with the rules and
procedures approved

The OCC rules establish the
Commission as the QUSF
Administrator. This assures that the
universal service fund tax does not
push teiephone service to
unaffordable levels for those
individuals that fall outside the
lifeline requirements.

|

Section ~.C.. line | through line 13, page 16

Empowers the Commission to
handle violations of the provisions
addressed herein on behalf of the
Funds. in the appropriate court

OAC 16%:59-3-38

Empowers the Commission to handle
violations of the rules of this Chapter
in an appropriate manner

Section 6 D.: line 19 through line 30; page 10

Within 60 days after receipt of an
application the Administrator shall
determine eligibility. The applicant
then has 15 davs for reconsideration.
If OCC fails to issue an order within
30 days from the request for
reconsideration. its deemed
approved.

OAC 165:39-3-62

Provides for the filing of a request +
notice to interested parties.
Interested parties have opportunity to
raise objections and the Commission

“has 145 days to issue an order:

otherwise request is deemed approved
subject to refund w/interest pending
final Order.

The OCC ruies provide more
protection to customers by striking
a reasonable balance between the
need to get funds to qualified
companies in a timely manner with
the need to allow all affected
parties, including customers, to
provide input into the
determination.

Recovery

Section 6 E.: line 3| through line 33: page 10

Telecommunications carriers may, at
their option recover trom their retail

customers the OUSF charges paid by
the carmer.

Recovery

OAC 163:39-346

A telecommunications carrier may, if
it elects, recover the amoun: of its
contributions to the OUSF from its
customers. . .. such recovery shall be
made in a fair, equitable and
nondiscriminatory manner.

The OCC rules provide more
protection to customers because
thev require the universal service
fund surcharge to be charged in a
non-discriminatory manner.

Section 6 E.: line 33 through line 33: page 10

The Oklahoma Universal Service
Fund charges shall not be subject to
state or local taxes or franchise fees.

No comparable provision

No rule is necessary.

Section 6 F.. line | through line 8. page 1|

No comparabie provision

[f approved by the Legislature, the
OCC rules could become effective




Prior to implementation, the OCC
shall not require telecommunications
providers to reduce rates for
intrastate access services or require a
reduction in the amount of funds
such provider receives from the High
Cost Fund

prior to Julv |, 1997. Since there
are no proceedings under wav to
accomplish those circumstances
identified in House Bill 1813. the
concern is unfounded.

Lifeline

Section 3 B.: line 26 through line29; page 9

OCC to establish Lifeline Fund to
ensure low-income Oklahomans are
provided financial assistance in
maintaining basic local exchange
telecommunications service.

Lifeline
QAC 163 59.3.

The Lifeline Service Program shall be

incorporated into the OUSF. The
program shall keep low-income
subscribers on the

telecommunications nerwork.

The OCC rule accomplishes the
same goal intended by the propcsed
language in the bill.

Section 5 C.: line 30 through line 31;
page 9

The Oklahoma Lifeline Fund charge
shall be levied. collected. and
administered pursuant to Section 7
of this act.

OAC 165:59.

The Lifeline Service Program shali be
incorporated into the OUSF. The
OUSF charges shall be levied.
collected. administered and disbursed
pursuant to OAC 165:59.

The OCC rule accomplishes the
same goal intended by the proposed
language in the bill.

Section 5 C: line 32 through line 34: page 9

Telecommunications carriers may. at
their option recover trom their retail
customers who are not eligible for
Lifeline assistance. on an equitable
basis. the amount of the Life line
Fees paid by the carrier.

QAC 163.308-346

A telecommunications carrier may, if
it elects. recover the amount of its
contributions to the OUSF from its
customers ... such recovery shall be
made in a fair, equitable and
nondiscriminatory manner.

The OCC rules provide more
protection to customers because
they require the surcharges to be
non-discriminatory. Further, the
Commission retains final oversight
of such charges to assure that the
universal service fund tax does not
push the cost of telephone service
to unaffordable levels.

Special Universal
Services

No comparable provision.

Special Universal
Services

OAC 1ef 39-7-3

Each not-for profit hospital may, upon
reques! and demonstration of need, be
eligible to receive a phone number
and up to five (3) access lines which
allows incoming, toll-free calls from
the geographic area served by it.

The innovative service allowances
provided under the OCC rules is in
the public interest. is consistent
with the federal Act and should be
pursued.

QAT 165 0.7.7(9)

The innovative service allowances
provided under the OCC rules is in




No comparable provision

Each pubilic school and public library
may, upon request and demonstration
of need. be eligible to receive a phone
number and up to five (5) access lines
which allows incoming, toll-free calls
from the geographic area served by it.

the public interest. is consistent
with the federal Act and should be
pursued.

No comparable provision

OAC 165:39-7-7(b)

Each public school and public library
may, upon request and a
demonstration of need, be eligible to
receive one (1) access line with the
ability to connect to all Internet
service praviders at 56 Kbps or an
equivalent $ credit to be applied
toward similar services.

The innovative service allowances
provided under the OCC rules is in
the public interest. is consistent
with the federal Act and should be
pursued.

No comparable provision

OAC 165:59-7-9

Each County Seat may, upon request
and demonstration of need, be eligible
to receive a phone number and up to
five (5) access lines which allows
incoming, toll-free calls from
locations within the county served by
it.

The innovative service allowances
provided under the OCC rules is in
the public interest, is consistent
with the federal Act and should be
pursued.

No comparable provision

OAC 165:39-7-13

Under no circumstances shall Special
Universal services be resold,
repackaged or shared with any other
customer of the telecommunications
carrier.

The nnovative service allowances
provided under the OCC rules is in
the public interest, is consistent
with the federal Act and should be
pursued.

Dispute Resolution

No comparabie provision

Dispute Resolution

OAC 1635:59-3-36
OAC 163:59-7-11

Three (3) rules have been developed
to provide for dispute resolution in the
event of conflict over various
procedures contained in the rules.

The OCC rules rely on its
experience in the
telecommunications industry to
enact sensible dispute resolution
procedures.

Relief from Rules

No comparable provision

Relief from Rules

OAC 165:59-1-6

Whenever compliance with any
requirement  would  result in

The OCC rules provide more
flexibility to companies and
customers alike by allowing
burdenseme provisions of the rules

to be waived.
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